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Annapolis, Md., January 31, 1906.

The Board of Public Works of Maryland, met, in the Governor's
Office, pursuant to his call, at three p. m., on Wednesday January
3lst. There were present: Governor Warfield, Comptroller Atkin-.

-~

son and Treasurer Vandiver.

The attention of the Board having been drawn through the newspap—l
ers to the statement submitted by the Directors on behalf of the |
State in the Baltimore and Ohio Railroad Company to the Senate of
Maryland, the following resolution offered by the Governor, and
seconded by the Comptroller was unanimously adopted.

"WHEREAS, Senator Arthur P. Gérman-and Genl. L. Victor Baugh-
man, Directors on the part of the State of Maryland in the Baltimore
and Ohio Railroad Company, have in their communication addressed to
the Senate of Maryland, recommended;

‘ "Firét.' That the only possible way by Which the State's interest
can be ascertained under present conditions is to compel an account-
ing to be rendered of the receipts and expenditures of the Wash-
ington Branch, and a full and accUraté inventory of all real estate
and other property owned by the Washington Branch in the District : l
of Columbia which can be disposed of. |

"Second. To take such action as may be necessary to have the
Branch road credited with the appropriation of_#l,soo,doo made by
Congress when the same becemes péyable. |

THEREFORE, BE IT RESOLVED, That the Baltimore and Bhio Railroad

| Company be rquested to furnish to the Board of Public Works as sbon'

as possible an accurate statement of the receipts and expenditures
of its Washington Branch from October lst, 1896 (the date from which
the payment of dividends to the State ceased) until the close of
the last fiscal year of the said Company; together with a full and
accutate inventory of all the peal estate and other property owned
by the Washington Branch in the District of Co._lﬁmbia which can be dis- I
posed of without affecting the operation of thé road. '
RESOLVED, FURTHER, That the said Baltimorse andTOhio Railroad
Company be requested fo state whether it proposes to credit the
Washington Branch of the Baltimore Rallroad Company with the ap-
propriation of $1,500,000 made by Congress, when the same becomes )
payable. ' |

RESOLVED, FURTHER, That the President of the Board is hereby



UMIC

/- 3/- 0€ 225

directed to transmit a copy of these resolutions to Mr. Oscar G.
Murray, Presidernt of the Baltimore ahd Ohio Railroad Company, with
the request that he will have the information asked for furnished ~
without delay." |
The Comptroller offered the following:
| WHEREAS, Senator Arthur P. Gorman and General L. Victor Baugh-
man, Diréctors on the part of the State of Maryland in the Baltimore

& Ohio Railroad Company, have in their communication éddressed to

" the Senate of Maryland; suggested that the right of the Waéhington

Branch to participate in the Terminal Company should be judicially
determined.
THEREFORE, BE IT RESOLVED, That the Attorney General is here-

by instructed to take such steps as he may deem proper to have this

right judicially determined.

which, was secondéd by the Treasurer and unanimously adopted. .

| The Governor movéd that the communication from the Directors
on.behalf of the State to the Senate of Maryland be spread in full
on the Minutes of this Board with the exception of that part which
ﬁés already beem embodied in the Minutes of this Board, béing the

communication from the Directors on behalf of the State to the

' Board of Public Works. Seconded by the Comptroller and carried.

January 29, 1906. ‘
Hon. J. B. Seth,
" President of the Senate of Maryland,'_

Annapdlis, Maryland.

Sir:- We have the honor to acknowledge the receipt of a resolution

passed by the Sengte of Maryland, which is as follows:
Jarmary 18, 1906.

On motion of Senator Biddison.

"Ordered by the Senate of Maryland, that the Honorable A. P. Gor-
maqﬁ”and the Honorable L. V@btor Baughman, State Directors in the
Washington Branch of the Baltimbre & Ohio Railroad, delivens& to the
Senate of Maryland an& and all information that they may have in re-
gardvto the State's holdings in the Wéshingtbn Branch of the Balti-
more and Ohio Railroad." :

Responding, we‘have the hondr to state,

(1) That the State holds 5500 shares of the stock of the Washing-

ton Branch, the par or face value of the same being $550,000.
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(2) In 1897, the Company suspended dividend payments upon

said stock, which, prior thereto, had amounted'to 10 per cent or

. $55,000 per annum to the State. The sole reason ass1gned by the .

Baltlmore & Ohio Railroad Corpany for such suspension of d1v1dends
(notw1thstand1ng that the same were earned) was the neoesslty of
prov1d1ng for a new depot and other term1na1 facilities in the Clty
of Washington._

(3) , Thls action did not meet with the approval of the then
Directors selected by the Board of Publio Works, as . w111 appear from'
the reoords of the B. & 0. Company. . The General Assembly of’ Mary-
land, at its January Sess1on, 1900, also took note of thls arbi—
trary suspens1on of dividends and a joint resolution'(No. 10) was

passed, which authorized arnd directed the Attorney General forth-

‘with to take such proceedings as should be adequate and proper for.

the fullest assertlon and protedtion of the rlghts of the State in

-respect to its ownershlp in the stock of “the Washington Branch of the

Baltlmore & Ohmo Rallroad Company, whether by the way of dlvidends

‘or otherw1se.

This was the status of the case When‘we entered upon the dis-
charge.asof our duties as Directors.

(4) In pursuance of the resolution of the General Assembly

,‘the'Attorney‘General‘instituted-a suit, whercupon the Directors of

the B. & O. suggested to the Directors, as well as the members of,the.
then Board of Public Works,.that the State sell its interest in the
Washington Branch to the B. & 0. ao as to relleve the somewhat embar-
rassing s1tuat10n. | |

(5) The. second section of Ghapter 510 of the Acts of the Gen-

eral Assembly of 1892 had in terms prohlblted the Board of Public
Works from seﬁlllng the State's 1nterest in samd Washlngton Branch,
but, in 1896, the General Assembly passed an Act (Chapter 172) Whlch
sought to repeal sectlon 2.0f Chapter 310 of the Acts of 1892 s0 as
to authorize the sale of the State's interest. - Notwithstanding

the doubt entertained as to whether the Act of 1896 (Chapter_172)

conferred the power upon the Board of Public Works to sell the stock,

<the Board of Public Works, consfsting of Hon. John Walter‘Smith,

Dr. J. W. Herring and Hon. Murray Vandiver, as well the Directors,

deemed it wise to dispose of the State's interest; provided, the Act

of 1896 conferred such pOWer,vand provided always a proper amount .-
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could be,realized. ‘ Therefore, the tentative offers made by the

B, & 0. officials were considered, and.all the date possible to de-

termine the value of the State's holdings were sought.

(6) We held frequent consultations with the members of the

Board of PublicAWorks and the then Attorney General,'resuiting in the

‘unanimous opinion; |

(a) Thatthe'tentaiive offer of $200 a share was far below the,vai—
ue of the State'svstook'and

(b} That it would not be possible for.the_Siafe to receive fair
compensation for its interest if advertised and sold to the hlghest

bldder, for the reason that the B. & O. Would be the only party having

- full knowledge of the value of the property.

Therefore it was determined that no further -action looking to a

'sale of the State's interest ought to be taken until further infor-

mation could be obtained as to the net receipts of the Washington -

‘Branch' the value of its property in the City of Waehington; and~

.the cost of its share of all proper chargecs for the construction of a.

new depot and other termlnal facilities. 1n said Clty.

'(7) To thls end, at a- meeting of the Board of Direotors of the

Baltimore & Oth Railroad Company held in ‘December 1905, the state

Directors brought the matter to the attention of the Board, and a
epeoial Commlttee, coneisting of the then Pre81dent of  the Company,
(Mr. Loree) Mr. Steele and A. PL Gorman, Direotors, was appointed to
consider the payment‘of a dév1dend, with the understanding that the
Conmittee would take into consideration the .entire question_of the
poSsible'indebtedness of-the Washington Branch, growing out the new
terminal facilities in Washington. | |
That Committee never acted upon the matter, nor were the date
necessarypfor thehoonsideration of the quesiion furnished.
(8) ‘In the meantime, Mr, Oscar G. Murray was elected Presi-
dent of the Baltimore & Ohio Railroad Company; and no action having
been taken A.‘P.,Gorman,‘almember of the special Committee, on April

20th, 1905, addressed a communication to President Murray, pressing

the consideration of the question of a dividend and also asked him

for a statement, not only of the financial condition of the Washing-
tonkBranch, buﬁ giving full information relative to the new terminal
facilities. A oopy.ofhthat.communication is herewith enclosed
marked "Exhibit 1",

(9)_ No action having been taken by President Murray and over
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- five months hav1ng elapsed, on October 2nd, 1905 A. P. Gorman ad-

. dressed him a communlcation, in51sting upon the furnlshlng of the
information requested in his letter of April the 20th. A~copy.of‘
,said letter is markeg "Exhlblt e, .

"(10)  On October 17th, 1905 Pres1dent Murray furnished a

statement, glVlng the 1nformat10n asked for on April 20th, it belng l
‘the flrst one ever. received by us from the Company. 4 A copy of _ ‘
~that statement is hereW1th'enclosed marked “Exhlblt 3, By Whlch -

‘statement, we were 1nformed for the first tlme ‘that the Washlngton
Brancé/was to be excluded from all 1nterest 1n the terminal company -
and’ depot facllitles in the City of Washlngton, but that 1t was to-
“be charged with a total estlmatéd expendlture of *2 275, 673 OO fvr o
’structures and tracks outs1de the City . llmits of Washington; and o
that it Would only be permltted to have depot facllltles in Washing-
ton upon such terms as might hereafter be afreed upon by the,ownersj
of the nev terminal Company. | )
(ll)' Pre51dent Murray - also gave a statement as to the valueA
, of the real estate owned by the Washlngton Branch in the City . of A“:‘- -
Washlngton,v estlmating its probable value, when it~ could be,dls'posed"'v l
- of'hereafter, at~$870 936 00; but‘omitting from'that statement any -
reference to the approprlatlon of $1,500,000 made by Gongress, whlch,
Was largely in consideration of property surrendered to the Govern- o
ment by the Washlngton Branch.- | |
(12) Whereupon, A. P. Gorman presented to tne Board of" Dlrec-}
- torg of the Baltimore & Ohio Rallroad Company, at a meetlng held on
October:SOth 190o, a protest 1nsist1ng that the dmv1dend should be -
at once declared and protestlng agalnst the amounts to be charged to-
. the Washlngton Branch and its: exclu51on from any part1c1patlon in the
most valuable Bxanxh grant ever made by the Congress of the Unlted
States fnr depot facllltles in the City of Washlngton.' f A copy of
that protest is enclosed tharked "Exhibit 4." C .o : I
(13). The Board of Directors of the B. & O. referred the |
protest to its finance éommittee, and, 80 far'as we are advised, no
actlon whatever has been taken by the Company. .
(14). After the protest above referred to -and the fallure of.
‘the B. & O. Directors to také action thereon, we, on December 1905
.presented to the Board of Public Worke the following Rxnkxxxhnxﬁoizxmx

statement°
(For same see pages 193~ 198 of the Mlnutes of the Board of Public

Works. )
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(156 Since the’presentation of thatlstatement, we hev contin-

. ued our 1nvest1gations as to the surplus revenue, the value of the

property in Washlngton that can be sold @nd the estlmated cost of new
1mprovements in the Dlstrlct of Columbla,'whlch, in our Judgement
can be properly charged to the Washington Branch. In respect there- -
to-we submlt,tne follow;ng: | |
~ The statement of the B.,& O;'shows that
the surplus revenue of the Washlngton
nBranch, from the suspen81on of the pay-
_ment of d1v1dends, May, 1897,  to January _
1, 1905, was ---;mu--f;f~;~g-—-—au aaaaa - #2,520,480{54
Ve estlmate the surplusf-revenue of the |
-Branch from January 1, lQOS,.tofJanuery
1, 1906, will exceed —54-~---+~~——--—#-- . 350,000.00
To Whlch may properly be added the es—‘- | | o
tlmated 1nterest due from the B. & O.
on monéys- . of the.Washingtoanrenoh
held and used by said B. & O. Co. from“ B
1897 to 1906, amounting to about —-——-ea',v‘, SC0,000.00
| To this must. be added the amount appro— | | N |
priated by Congress (prlnclpally to compen—'
sate for the surrender of the rlghts.and
property of the Washington Branch.) ==--= 1,500,C00;OC’
The value of the old depot and other real R o
. estate in Washlngton is estimated by Preslrfﬁ

dent MUrray at —---=m---=memoememomoseieeee  870,936.55

Making the total assets of the Branch |
on these accounts ———————————— [ - -5,44l,4l7.09‘
Assuming for the purpose of th1s state-'
ment only, that the Acts of Congress pre-,‘
'.vid1ng for the Termlnal Company, and 1s,.
therefore, excluded from any part1c1patlon
.thereln. A
Then the only proper charge that, in our
judgment, can be made agalnst the Branch is
for the cost of a new line of tracks from‘
_ Langdon to Florida avenue (the boundary

street of Washington where connection is to
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be made with the Terminal:Company's tracks)

and for the cost of coal yards and freight
sheds, which, allowing~for contingencies,

ougﬁt not £0 eXCeed =m-—mmmmm-immcm—— —— 800,000.00

Which, if deducted from the total estimated
cash assets, the estimated value of the
real estaté to be sold, and the amount appro--
priated by the Congress of the United‘States
payable when the new depot is cpmpleted,
would leave a baiance in favor of the Washing;
ton Branch Of =-=-=-=-=- SRS mmmmn-4 641,417,509
This amount, divided among the stockholders |
would be equivalerit, for each share, to
ADOUD =-mn mmm e e dmmmm e mme mmee ' 280..00
Or é total to the State for its 5500 shéres~ _
OF OVOI —mmmmmm = e - .1,500,000.00

(16) To show that we have a right to include in the assets
of the Washington Branch the appropriation by Congress of $1, 500,
000.00, we quote from a statement of L. F. Loree, President of the
Baltimore and Ohio Railroad, made by him to Congress on January 1,
1903, when an attempt was made to reduce the amount from $1,500,'

000,00 to $1,000,000.00.

President Loree, in entering his protest against the attempt-

ed reduction, said:

" "that when the B. & O. accépted the Act of Congress of
"February 12, 1901, and particularly the provision pro-
"viding for the payment to this company of $£,SO0,000.00,
M"it was considered only areasonable consideration for thé
"surrender by the Company of valuable rights secured to

-

"it by former acts of Congress, the abolition of grade

"crossings, and gf_ants to the Govermment of valuable lands I

"included in the old roadway of the ‘Washington Branch, and

"of the expenditupes to be incutrred in connection with the

"construction authorized." -

From this statement of President Loree, it appears and is true

that the appropriation of $1,500,000.00 was made because 6fﬁthe
surrender of the rights and property of the Washington Branch, the

Metropolitan Branch of the B. & 0. having an infinitesimal interest
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in the city.

(17) In view of the foregoing and other facts which have come.
to our knowledge, we are of opinion:

First. That the only possible way by which the State's interest
can be ascertained, under present confiitions, is to compel an account-
ing to be rendered of the receipts and expenditures of the Washing—'

I ~ ton Branch, and a full and accurate inventory of all the real estate
and other property ovned by the Washington Brench;in'the District of
Columbia which can be disposed of.

| Second. - To take such action as may be necessary to have the Brabhh
road credited with the eppropriation of @1,500;000;00 made by Con-- |
.gfess when the mame becomes payable. | |
Third.- To have the right of the Washington Branch to.partici—
pate in the termlnal company Judlolally determlned.‘ |

(18). If it should be determlned that the Washlngton Branch has
no right to participate in the ownership of the termlnal company, it
will be denied a very yaluable interest, and that, too, by methods
which may modesﬁly be termed as ettraordinary asg ever ‘resorted to by
the majority holder. Yot, if such should be the case, we are of

. opinion that the net earnings of the branch road in the future will
not be seriously imparred, if at all, as the Act of Congress provid-
1ng for the TeW termlnal secures to it the rlght to use the new de-
pot facllltles and the connecting’ link to all the Southern roads én-
tering Washington, upon such terms, not as may be granted by the. ter-
minal Company,'but upoh suth terms as the courts of thedDistrict of
Columbia may determine asﬂfeasonable and fair. EE

Under these conditions, the future earning capacity of the road,
if properly managed, should increase‘rather than diminish, andvid
per’cent. dividends per annmum should continue to be realized.

(19) " Under the broad torms of the-rGSOIutidn, we take the lib-
erty to add that, as desirable as it may be fer the State to terminate

I : its par@_1qership iﬁ this corporation, yet we respectfully suggeSt that
until tﬁe Questions which have arisen are dispcsed of and property ad-
justed the value of the State's interest cannot be determined.

| Respectfully submitted.

A. P. Gorman,
L. Victor Baughman.

Directors, B. & 0. R. R. Co.

The Board, at 3.30, p. m., adjourned.



